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PART I - FINANCIAL INFORMATION

Item l. Financial Statements

Thc intcrim cousolidatcd financial statemcuts as at Junc 30,2020 (Unauditcd) and Dccernbcr 31, 2019

(Audited) and for the six months ended June 30,2020 and 2019 and the related notes to consolidated

financial statements of Century Peak Holdings Corporation and Subsidiaries (collectivcly referrcd to as

'the Group") are filed as part of this Form l7-Q on pages 2 to 33.

For purposes of segment rsporting, the Group has no other reportable segment other than mining,

development ofcement nunufacturing and conversion of mheral resowces.

There are no other material events subsequ€nt to the end of this interim period that had not beEn reflected

in the unaudited consolidated financial statements filed as part ofthis rcport.

rl



CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Nole

Juse 30,

2020

(UDrudited)

December 31,

2019

(Audited)

ISSETS

Currelt Assets

Cash

lnve ories

Othgr curetrt &ssers

4

5

P22,060,979

256343,t32
120,181,565

P7 t,082,221

226,959,760

49,058,007

39E,5E5,776 347,099,98E

Notrcurrent Assets

Investment propenies

Property aDd equipment - net

Explored mineral resources - net

Deforred explorstiol cosas

f)eferred tax assets - net

Otber noncurrent assets

6

7

I
9

t0

21.t12,505

2,084,336,440

1,625,I50,198

44,67t,54t
E,534,E53

r33,005,,r45

?t,E72,505

1,8t9,176,754

1,625,150,198

14,671,548

8,534,853

98,'74E,532

3,917,570,989 3,6t8.754.390

P4,3t6,t56,765 P3,965,854,378

LIABILITIES AND EQUITY

Curreot Lhblllti€s
Accounts payable and othe, curcnt liabilities
Due to related parties

Income tax payable

13

P324,3t2,659
t,u9,909,t12

P126,218,694

1,263,466,1 83

598,261

Total Current Liabilities

Noncurrent Liabillty
Provision for site rehabilitation t:

1,714292,471 1,J90,28J,138

t 7.540.966 16.'7 59,276

Total Liahilitics 1.79t.t33.437 1.407.042.414

Equity Attribut.blc to Equlry llolders of
the Parent Comprny

Capital stock

Additional paid-h capital

Deficit

14 2,E20,330,450

I,93r,550
(285,302,3&t)

2.820.330,450

1,931,550

(251,-515,249)

No!r9I'l!q!lll9 ,!!q9r!
Totsl Equity

2,5',7 0,7 46,7 5l
(_l !,e1J!1

2,558.8r r,9642,524.123,328

P4.3 t6.1s6,765 P3,965,854.378

ke \otLs to late n Col,solidatcd Fiaorciol Stat ments

z\

Totsl Current Ass€ts

Total Noncurrc[t Assets

2,536,959,6t2
(12,636,2E4)



CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

t:n.!dilrd

ADrll I lo
JuDr Jq 1020

J l,rryIlo
Jtrn. tO- 2020

April 1.2019 to

Ju.c 30, 2019 Juc -1u, 2019
De&rnbsr 31.

2019

SALfS P_

oa,7srrl:) (3,r7,m0 (13.97d560) (2?,62r.115)

P_P_ P- Pt5l.4?9,257

COST A]\-D fXPI\SES

DsplEtion of explo.cd niDeral rEsourc.6

( I0 l.,l{rl ,71 l)
(91.920,9?)

t2i,u2,u1'l

t.oss BEtjoRE oTHl:R clr {Rclrs (t4?s8,8t!) (3l71ru0t) (13,97.{,560) (?7.62&D5) {6&185.550)

OTHER CIIARCES - r.r

Fo.cign cxchangc g.in (loss)

(?t r,690)

{.126)

(7rl,6xr)
130

l0,E3l

(3?q096)

I l0J9l

(74t,290)

t0,7,lt
117,056

(r.561,3E0)

{3.068.Jr8)
280.013

II)SS BEPORE INCOME TAX

INCOME TAX t;?r\SE (BENEF|T)

(l5j{0,9!t) {3d18&636) ( 14,266 r38)

07,755)

(28,24t,628)

(219,999)

(73,237,315)

1.041,551

NET LOSS/TOTAL
CO\IPRE}TE]\SNT U)SS (Prssarlr2t) (P4a5E 636) (Pl4,l5t,3El) (P?8.028.629) (?74.278,8E6)

]\.ET I,OSS/TOTAL
COVPREHENSTI'I LOSS
ATTRIBUTABI,E TO:

Equrry holders of the par.nt co.npany

Non-controlling intercEl

(P15,2r0,5.t2)

(-r20J16)
(P33,7E7, r 39)

l7ot,191l

(Pt3,787.067)

(17r,316)
(P:7.294.692)

(733,917 )

|P72,511.761J
( 1,706,t25)

(Pr5-5,OJ2t) (P3{aEA6t6} (P14.158,383) 1P28,028.629} {P74.278,ttit)

l,o6s Prr Shir.
Basic dilur.d (P0.005.r) (P0.0120) (P0.fiN9) (m.r)097 t (m0257)

See Notes to lnterin Co,Nolidated l'inarciol Sture' enLe.

il

Aodl(cd



CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Attribut.ble ao Equ itv Hold€rs of the Parenl Company

Additionsl
Paid-in
Capitsl Dcticil

Non-
ControlllDg

Intcrcsl Tot.l EquityCspit|l Stock Total

Balance at Ja[uary l, 2020

Loss fur the pariod

P2,820,J30,450 P1,93t,550 (P251,5t5,249) P2,57O,146,15t

- (33,7E7,r39) (31,787,139)

(Pl r,934,7117)

(701,497)
P2,5S8,811,964

(34,4EE,636)

Balancc at Juns 30, 2020 (Unauditcd) P2.820,330,450 Pl,93!,550 (P285,302,38E) P2,536,959,612 (Pr2,636,2t4) P2,524,323,32t

Balance at lanuary l. 2019 P2,820,330,450 p1,931,550 (p178,942,488) p2,643,3t9,512 (p tO,228,662\ p2,633,090,850

Loss for thc 692 733.93 8.028,62S

Balancc at Junc 30,2019 (tjnau(litcd) P2,1J20,330.450 Pl.93r,550 (P206,137,r80) P2.6r6,024,820 (Pt0,962,599) P2,605,062,221

21 ls.t 692 2

Balance al January 1,2019

Loss for lhe ycar

P2,ti20,330,450 P1,931,550 (P178,942,488) P2,643,3t9,5t2

- (72,572,76t) (72,572,76t)
(Pt0,228,662)

(r,706,125)
P2,633,090,850

(74,278,866)

Balance at Deccmbcr 31.2019 (Auditcd) P2.820,330.450 Pl,93l,ss0 (P2s1,s15,249) P2,5'10.746,751 (Pn,934,?87) P2,558,81t,964

See Nores to lntcrin Conrolidated Finandol Statemenrs

{



CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OFCASH FLOWS

Llnaudited Audited

Notc
Jrtrusry I to January I to June

June 30,2020 30, 2019

December 31,

2019

CASH FLOWS FROM OPf,RATING
ACTIVITIES

Loss beforc income tax

AdjustmenLs for:

Depreciation, amortization and dcpletion
lnterest expense

lnterest income

Unrealized foreign exchange gain

Provision for impairment ofothcr currcnt
assets

(p34,4Er,63O (P28,248.628) (P73,237,335)

2,962,94t

781,690

(10,832)

(r 30)

4,749.820

748,290

(l17,0s6)
( 10,74r )

53,865,029

I,563,380
(280,013)

3,068,4r8

12,597,166

Opemting loss before working capital changes

f)ecrea.se (increase) in :

lnventories

Other curent a-ssets

Increase (decrease) in accounts payable and

othcr currcnt liabilities

(30,7s{,967)

(7,%4J0t )
(71,123,658)

r9r,r63,965

(22,878,315)

(8292,87t)
(144,0s0.882)

85,848,673

(2,423,355)

7,107,878

9,197,940

(33,397,025)

Net cash provided by (used in) operations

Income taxcs paid

Interest received

Interest paid

88J40,439
(s98,26r)

r0,E32

(89J73,395)

(93,097)

I 17,056

( re,5 r4,562)

(536,388)

280,013
(4,Me)

Net cash provided by (used in) operating

activities 87,753,010 (89,349,436) ( 19,774,986)

CASH FLOWS FROM IIT!'ESTING
ACTTVITIES

Acquisition of pnrperry and equipment

Acquisition of invcstrnent properties

Increase in otlrer noncurrent assets

7 (28E,961,098)

(34,2s6,9 r 3)

(7,51r.545)

(244.287.459)

(4.125,750)

(349,106,r55)
( 24.1.8 80.45 6 )

( 13,037,458)

Cash used in investing activities (323,218,01r) (255,944.751) (607,024,069)

CASH FLOW FROM A FINANCII{G
ACTIVITY

Advances received from a stockholder tE6,U3$29 293,232,124 628,166,099

EFFECT OF EXCHANGE RATE CHANGES

IN CASH 130 t0,7 4t (3,068,418)

NET DECREASE IN CASH

CASH AT BEGINNING OF YEAR

(49.O21242\ (52.051.325)

72.783,595

0.701.374)

12.783,59571,0tt2.22r

CASH AT E\D OF YEAR P22,060.979 P20,732.270 P7 t .082,221

See l;otct to Inteltm Consolidated Financiol

5l



CENTURY PEAK METALS I{OLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS

1. Corporatelnformrtion

Century Peak Holdings Corporation C'CPHC", the "Company'', the "Parent Cornpany'', or
the "Issuer"), was registered with the Philippine Securities and Exchange Commission
("SEC) on December 30, 2003. The Parent Company is primarily engaged in promoting,

operatillg, mamging, holding, acquiring or investing in corporations or entities that are

engaged in mining activities or mining-related activities.

On November I l, 2019, the SEC approved the change in the Parent Company's corporate

name to Century Peak Holdings Corporation, fonnerly Century Peak Metals Holdings

Corporation. On the same date, the Parent Company also obtained a certificate of filing
from SEC for the Arnendment of its Anicles of Incorporation by introducing the Parent

Company's secondary purpose which is to engage in and carry on general construction
and construction related activities, land reclamation and development activities in the

Philippines, real estate development or any real estate related activities, rnining activities

and mining related activities, power and energy activities and power and energy related

activities.

The Parent Company listed its common shares of stock with the Philippine Stock

Exchange ("PSE") on October 6, 2009.

The Parent Company operates a"s the holding compaly of the following subsidiaries

Percentage of Ownership '"1

Direct Indirect

Century Peak Corporation (CPC)

Century Peak Mineral Development Corporation

(CPMDC)(b)

Century Peak Cement Manufacturing Corporation
(CPCM6ltut

Century Sidewide Smelting Incorporated (CSSD G)

Century HuaGuang Smelting Incorporated (CHGSI) k)

Centr.rry Summit Carrier, lnc. (CSCI) td)

t00.00

@Based on the Parent Company's itterest in the issued and o tstanding shares of lhe

subsidiaries as at June i0, 2020 and December 3l , 2019.
(h)CPMDC and CPCMC'wure incorporaled in 2015 and have not )'et sldrled commercial

opetalions.
t,tCSSI and CHGSI haw not ))et start?d conmercial operations.
(d)Olned by the Parent Company through CPC

Thc registered office address of the Parent Company and its subsidiaries (collectively referrcd to

as the 
;.Group") is at Units 1403 - l4M Equitable Tower Bank Condominium, 8751 Paseo de

Roxas, Salcedo Vitlage, Makati City.

100.00

t00.00

60.00

55.00

li0.00

6l



The Parent Company's subsidiaries were all incorporated in the Philippines and registered with the

SEC. Their principal activities are as follows:

CPC and CHGSI Lnest in and engage in the business of operating and

mining of any mineral resources in the Philippines such

as iron, ore, copper, gold, silver, lead, manganese,

clromite, nickel. ctc.

Invest in and engage in the business of operating and

mining of any mineral resources in the Philippines and to

engage in the business of managing, administering solid
waste disposal system.

Engaged in the business of operating and mining mineral

resources in the Philippines, such as limestone, lirne,

silica, iron ore. copper, gold, silver, lead, manganesc,

chromite, nickel, among other minerals, both metallic
and non-metallic; prospecting, exploring, milling,
concentrating, converting, smelting, treating, refining,
manufacturing, and preparing for market, wherher export

or domestic, such mineral resources and producing and

dealing in all its products iurd by-products of every kind

and descriptiou and by whatsoever prucess, dre sarne can

be or may hereafter be produced.

Engaged in the business of manufacture, production and

merchandising, whether export or domestic, of cement,

cement products and by-products, including its

derivatives and any and all kinds of minera.ls and

building nraterials.

Engaged in the business of operating barges, steamships,

motorboats and other kinds of water craf$ for the

transportation of cargoes and passengers.

CSSI

CPMDC

CSCI

CPCMC

Mineral Rishts of CPC

The table below summarizes CPC's mineral rights:

Tenement Designation

Area Covered

(in Ilectares) Location

Mineral Production Shanng

Agreement (MPSA) 0 l0-92-
x

MPSA-283.2OO9.XIII.SMR

Application for Mineral

Production Sharing

I,198 Casigurar, Loreto, Dinagat

Islands

1,188 Libjo (Albor), Dinagat lslands

718 Acoie, Loreto, Dinagat IslandsAgrecmcnt (APSA) 086-XIll

MPSA-OIO-92-X or tle ..Casiguran Nickel Project," was acquired by cPC fiorn casiguran Mining

Corporation by virtue of a deed of assignment on May 29, 2006, which was apProved by the

Departnnent oi Environment and Natuml Resources (DENR) on December I l, 2006. In addition,

MPSA-283-2009-XI[-SMR or the ..Rapid City Parcel II Prospect" ("Rapid ciry") was approved

by the DENR on June 19, 2009.

The Acoje Property is covered by APSA{86-XI[ and Envir_onmental compliance certificate

(ECC) No. ori8-faS-:Olc. APSA-086-XIII is applied with the MGB on July 5' 20M'

lpsl-oso-xm is still under final evaluation with the Mines and Geosciertces Bureau (MGB)

Central Offrce as at June 30, 2020.

7l i'



DENR and Minins Audit
Mining Audit
On a lettsr dated October 3, 2016, the DENR notified CPC of the results, findings and

recommendations of the miaing audit conducted for the operations in Lorcto and Libjo, f)inagat
Islands pursuant to the DENR Memorandum Circular No. 2016-01 re: "Audit of All Operating
Mincs ald Moratorium on New Mining Projects" issued on July 29, 2016.

On a letter dated October 25, 2016, CPC responded by submitting a complete update on the DENR
recommendations and changes irnplemented by CPC.

Orr January 16,2017, a "Memorandum to the Secretary, was submitted by the DENR's Technical

Review Committee, which is tasked to review the results of the mining audit report and submitted

commenls and explanation of CPC, recommending the suspension of the CPC's Environmental

Compliance Certificate (ECC), Ore Transport Permit and./or Mineral Expon permit pertaining to
its mining operations in Loreto and Libjo, Dinagat Islands and fined CPC for various violations.

CPC has not received any formal letter from the DENR pertaining to the suspension of its ECC,

Ore Transport Permit and/or Mineral Export permit.

On February 15,2018, DENR issued a list of companies with denied or rejected MPSA. CPHC or

any of its subsidiaries is not included in the mentioned report.

The Smeltine Plant Proiect

CHGS]

CHGSI was registered and incorporated with the SEC on January 14, 2008. The principal

activities of CHGSI are ro invest in and engage in the brsiness of operating and mining mineral

resources in the Philippines such as imn ore, copper, gold, silver, lead, manganesc, chromite,

nickel, etc.l prospecting, exploring, milling. concentrating, converting, smelting, treating, refining,

and manufacturing; prepadng for the market, whether export or domeslic; and producing and

dealing in all its products and by{roducts of every kind and descripiion and by whatsoever

process the same can be or may be hereafter be produced.

On Octobsr 28,2009, CHGSI was registered with Philippine Economic Zone Authority (PEZA)

under Republic Act (RA) No. 7916 as an ecozone export enterprise engaged in the production of
ferro-nickel (pig iron) at the Leyte Industrial Development Estate - Special Economic Zone

(LIDE.SE4.

By virtue of its PEZA regisaation, CHGSI is entided to, among other incentives, four (4) years

income tax holiday, which shall be reckoned upon its start of comrnercial operations, as well as tzx

and duty free importation of its capital equipment and rau'materials, subject to its compliancc with

the terms and conditions of its registration. As at June 30, 2020, CHGSI is non-operating'

css/
In 201 1, the Parent Company entered into a partnership wittr Sidewide Resources (H.K.) Limited,

a subsidiary of Chaoyang Saiwai Mining Co., Ltd of P. R. China, a group that owns an iron

powder processing plant, ilectric fumace smelting planl and primarily does mineral ore trading' It

is th" fa.eot Company's plan to set up electric fumaces in the future to enhance the production of

its nickel pig iron. From this formed parmership, CSSI is incorporated'

As at June 30, 2020, CSSI has not yet started with its commercial operation'

8l

On February 2,2017, the DENR released a list of mining firms for closure and suspension. CPC

was excluded on the aforementioned list.



Minins Ooerations

CPC has mining activities in selected areas covered by its MPSA in the province of Dinagat
Islands.

There are two Geologic Resource Evaluation Reports for the Casiguran Nickel Project and a

Resource Evaluation Report for the Rapid City Parcel II Prospect, which were prepared by Dr.
Carlo A. Arcilla, an accredited competent person in accordance with the definition of the

Philippine Mineral Reporting Code.

Based on the reports, the Casiguran Nickel Project and Rapid City Parcel II Prospect have a

combined indicated and measured resource of 9,897.000 dry metric tons (DMT) with a grade of
I.02% nickel (at 0.8olo nickel cut-off) and 9,057,000 DMT with a grade of 1.07% nickel (at 0.8%

nick€l cut-of!, respectively. These represent 100.000 metric tons of pure nickel and 3,500,000

tons of iron and 90,000 tons of pure nickel and 3,800,000 tons of iron for the Casiguran Nickel
Project and Rapid City Parcel II Prospec! respcctively, subject to mining plans and metal recovery

Pammeters.

Ertension of Mineral Produclion Shaing Agreemenl (MPSA) 010-92-X (Casiguran Nickel
Pmject)

On May ll. 2016, CPC filed an application for renewal for MPSA No. 010-92-X at the MGB
Regional Office No. XII, set to expire on May 6,2017.

In response to the initial filing for renewal, MGB Regional Oflice No. XI has directed CPC last

January I l, 2017 to submit certain requirements. CPC subsequently refiled its application for
renewal on August I 5 , 2Ol7 .

On September 12, 2017, MGB Regional O{fice No. XIII through its letter, informed CPC that ils

application has not been endorsed to the MGB Central Office for fiuther review and evaluation

pending the remaining mandatory requiremenls.

On December 17, 2019, the Company obteined a certification from the Municipality of Loreto,

Dinagat Islands stating that the Company has firlly paid is municipal business tax obligation for
calendar years 2016 to 2019.

On March 13, 2020, a teleconference with MGB Regional Office No. XIII was initiated by the

Company to make various clarifications regarding the remaining reportorial requirements of the

Company in relation to the renewal of the expired MPSA. The Company was advised to re-submit

all the reportorial requirements for application ofrenewal ofMPSA.

On April 3, 2020, all repo(orial requirements for the application for MPSA rcnewal were re-

submitted at the MGB Regional Office No. XIII for its review and endorsernent to MGB Central

Office.

MPSA renewal would depend on the approval of MGB Cenaal Office. The Company is still
waiting for further instruction from MGB Regional Office No. XIII.

Nevertheless, MGB issued a certi{'ication dated January 31, 2020, stating that the Company is the

holder/operator of the valid and subsisting mining tenemenis subject for renewal. Given these

conditions, management believes that MGB will approve the renewal of the MPSA.

9l'

CPC received a letter dated July 31, 2018 which provides a "New Template of Checklist of MPSA

Rcnewal Application" that clarifies the remaining requirements for the renewal of its cxprred

MPSA.



The Cement and Limeslone Proiect

Through a Joint Operating Agreement (JOA) executed between Philippine Mining Development

Corporation (PMDC) and CPC dated Deccnber 10,2010, with a term of25 years, the Group has

4,795 hectares in Pinamungahan, Cebu to mine limestone. An initial rcsource assessment

conducted n 2012 on an 8l-heclare arca estimate as indicated limestone resource of 34,000,000
meEic tons.

In April and July 2015, the Group was able to obtaln the ECC for thc Cement Plant/Por*'er Plant

and Linrestone QuarSr Project. respectively.

On September 29, 2015. through a Deed of Assignment executed between CPC and CPMDC, CPC

assigned its rights over the JOA with PMDC to CPMDC. Through the assignment, CPMDC will
handle the Pinamungahan Limestone Quarry Project and will take over from CPC the

implementation of is obligations and commitments under the subject JOA.

On July 10, 2019, the MGB approved the Declaration of Mining Project Feasibility (DMPF) under

the JOA. The approval shall authorize CPC to proceed to the development and operating periods

under the JOA by and between PMDC and CPC including the extraction and commercial

disposition of limestone, pozzolan and other associated minerals in the entire contract area.

As at June 30. 2020, CFC is preparing the requirements of MGB to process the assignment and fte
pre-operation activities are ongoing.

Regisnation of CPCMC fith the BOI
On January 22, 2018, CPCMC wa.s registered with the BOI with Certificate of Registration No.

2018-015, on its cement plant project at Barangay Sacsac, Pinamungahan, Cebq as a new
producer of cement on a Non-Pioneer Status under the Omnibus lnvestments Code of 1987

(Executive Order No. 226).

As a BOl-registcred entity, CPCMC is entitled to the following incentives, among olhcrs:

ITH for four (4) years from October 2020 or actual start of commercial operations,

whichever is earlier but in no case earlier than the date of reg,istration;

b. Lnportation ofcapital equipment, spare parts and accessories at zero duty under Executive

Order No. 22 and its Implementing Rules and Regulations. Only equipment directly

needed and exclusively used in its operations shall be entitled to capital equipment

incentives:

Additional deduction from taxable income of fifty percent (50%) of the wages

corresponding to the increment in number of direct labor for skilled and unskilled workers

in the year of availmeut as against the previous year. if the project meets the prescribed

ratio of capital equipment to the number of workers set by the BOI. This may bc availed of
for the first five (5) years from the date of registration but not simultaneously wit-h ITH;

d. Importation of consigned goods equipment for a period of ten (10) years from date of
registration, subject to posting of re-export bond;

Tax credit equivalent to the national intemal revenue taxes and duties paid on raw

materials and supplies and semi-manufactured products used in producing its expoft

product and forming part lhereof for a period of ten (10) years from the start of
commercial operations.

Request lbr amendrnent of the date of start of commercial operations for purposes of
dctemrining the reckoning date of the ten (10) year period, shall be filed within one (l)
year from the datc of committed start of commercial operations;

l0 | :'
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f. Exemption from wharfage dues, and any export tax, duty, impost and fee for a period of
ten (10) years from date of registration;

g. Employment of foreign nationals. This may be allowed in supervisory, technical or
advisory positions for five (5) years from the date of registration. The president, general

manager and treasurer of foreign-o\4,ned registered eaterprises or their equivalent shall not

be subject to the foregoing limitations;

h. Simplification of customs procedures for the imponadon of equipment, spare parts, raw

materials and supplies.

CSCI

On April I0,2018, CSCI was registered with the Maritime Indushy Authority with Cenificate
No. DSO-2006-003-M2 (2018) under Marina Circular 2006-003, which is valid until April 9,

2021 .

2. Basis ofPreparation end Statement ofCompliance

The unaudited interim consolidated financial statements of the Group have bean prepared on the

historical cost basis of accounting and art presented in Philippine Peso, the Group's functional and

presentation cumency. All values represent absolute aruounts except when otherwise stated.

The unaudited interim consolidated financial statements do not included all the information and

disclosures required in the annual fmancial statements, and should be read in conjurction with the

Group's annual consolidated financial statements as at December 31, 2019.

The unaudited interim consolidated financial statements of the Group for thc six months ended

June 30,2020 have bcen prepared in accordance with PAS34, lnterim Financk Reporting and,in

compliance with Philippine Financial Reporting Standards (PFRS) issued by the Philippine

Financial Reponing Standards Council (FRSC) and adopted by the SEC. This financial reponing

framework included PFRS, Philippine Accounting Standards (PAS), Philippine lnterpretations

from International Financial Reporting lnterpretations Committee (lFRlC) and SEC provisions.

3. Summary of Signilicant Accounting Policies

Adoption of Amendments to Standards

The Group has adopted the follou,ing amendments to standards and ne\+' interpretation starting

January l, 2020 and accordingly, changed its accounting policies. Except as other*ise indicated,

the adoption of these amendments to standards and interpretation did not have any significant

inpact on the Group's consolidated hnancial statements.

Ellectiye January l, 2020

Amerulments lo References lo Conceptual Framevork ,a PFRS .t art/drds sets out

amendments to PFRS, their accompanying documents and PFRS practice statemenb to reflect

the issuance of the revised Conceptual Framework lbr Financial Reporting in 2018 (2018

Conceptual Framework). The 2018 Conccpnral Framework includes:

a new chapter on measurement;

guidance on reporting financial performance;



improved definitiors of an asset and a tiability, and guidance supporting these

definitions; and

clarifications in impo(anl areas, such as the roles of stewa.rdship, prudence and

measurement uncertainty in fi narcial reporting.

Some standards, their accompanying documents and PFRS practice statements contain
references to, or quotatioDs from, the Intemational Accounting Standards Comrnittee's
Framework for the Preparation and Presentation of Financial Statemfits adopted by the IASB
in 2001 or the Conceptual Framework for Financial Reporting iszued in 2010. Thc

amendmetts update some of those references and quotations so that they refer to the 2018

Conceptual Framework and makes othEr amendments to clarify which version of the

Concephral Framework is referred to in particular documents.

Definition of Marcrial (Amendments to PAS l, Presentation of Financial Stalenrer?/s and PAS

8, Accountiry Policies, Changes in Accounting Estimates and Errors'1. The amendments refine

the definition of material. The amendcd definition of material states that information is

material if omitting, misstating or obscuring it could reasonably be expected to influence the

decisions that the primary users of general-purpose financial shtements make on the basis of
those financial statements, which provide financial information about a specific reporting
entity. The amendmenrs clari! the definition of material and its application by:

(a) raising the threshold at which information bccomes material by replacing the term

'could hlluence' with 'could reasonably be expected m influence';

(b) including the concept of'obscuring informatiou' alongside the concept of 'orrittilg'
and 'misstating' information in the definition;

(c) clarifying that the users to which the definition refers arc the primary users of general-

purpose finaacial statements refened to in the Conceptual Framework;

(d) clarifying the explanatory paragraphs accompanying the definition; and

(e) aligning the wording of the definition of material across PFRS and other publications

The amendments are expected to help entities make better materiality judgernents without

substantively charging cxisting requirements.

4. Inventories

Inventories amounted to P256.3 million and P227.0 million as at June 30,2020 and December 31,

2019 respectively.

For thc six months ended lune 30, 2020 and 2019 and for the year ended December 31, 201 9, thc

cost of inventories recognized in profit or loss amounted to nil, nil and Pl0l.4 million,

respectively.
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5. Other Current Assets

This account consists ot-:

(Unaudited)

June 30,

2020

December 31,

2019
(Audited)

Advaaces to:

Third parties

Ofliccrs and employees

Prepaid expenses

P11.r,255,47t

15,384,805

3,920,568

P48,253,750

12,080,502

2,102,934

Allowance for ir@airment of other current

assets

133,560,844

(13,379,r79)

62,437,186

(13,379,179)

Pl20,ltl,665 P.19.058.007

Advances to third parries include operations costs incurred in advance which will be deducted

against fuhrre billings. The Group has recognized provision for impairment loss on other current
assets amounting to P13.4 million in 2019 due to the management's assessment as to the

recoverability of such accounts.

Prepaid expenses primarily consist of prepaid taxes, insurance, supplies and various items that are

individually immaterial.

6. InYestment Properties

fhis account conslsts ol:

Land

Construction
in Progress

Lend
Reclamation

Cost Total

Cost

December 31, 20lE
Additions

Traosfer to Droporq/ and

equbment

P2l,385,768 P375,?30,758

244,393,719

(620.124,477)

P39? ,t 16,526

244.880.456

(620,124,47',l)

P-

486,737

June 30, 2020 and

December3l,20l9 P21,385,768 P486.737 P2t,8'72,505

In 201 8, the investrnent properties consist of two parcels of land and the amount capitalized for the

Cemenl Plant Project. In 2019, dre Group changed its intention and classified the amount for dre

Cement Plant Project amounting lo P620,124,477 fiom invesmrent property to pmperty and

equipment (see Note 7).

The two parcels of land classified as investrnent properties have carrying amount ofP21,385.768

as at June 30,2020 and December 31, 2019. Fair values, which represent the price that would be

received to sell the investment properties in an orderly transaction between market participants at

the measurement date on March I l, 2019. amounted to P56,350,000. There is no indication of
material changes in fair values as at June 30, 2020.

P.

r3



The fair values of land as [nv€strnent properties are determined by the Group through an

independent property appraiser using the market data approach. In this approach, the values ofthe
parcels ofland are based on the following consideration:

extent. character and utility of the properties;

comparable properties which have been sold recently, plus current asking prices;

zoning and current land usage in the locality; and

highest and best use of thc property.

As at June 30,2020 and 2019, land is idle and drd not eam any income nor incur any related

expenses, except for real property tax amounting to P242498 in 2019 and 2018. This is hcluded
under "operating expenses" account in the consolidated statements ofcomprehensive loss.

In 2019, the Group include the expenditures incurred in its land reclamation project as part of
invesfinent property amounting to P486,737.

Investment properries amormted to P21,872.505 asat June30,2020andDecember3l,20l9.

l1 I '
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For the six months ended June 30, 2020 and for the year ended December 31, 2019, depreciation

and amortization expense allocated to inventories amounted to P20.1 million and P32.7 million,
respectively.

A llowan<,e Ior lmpairmenl Losses on Propert"v and Equipment

The Group has recognize.d provision for impairment losses on its property and equipment
amounting to Pl97 million in 2013, following the impairment of some equipment, construction in
progress and parcels of land of CHGSI in Leyte caused by typhoon Yolanda in November 2013.

The fair value of these ass€ts amounting to P54.4 miltion was based on the curent replacement

costs as estimated by an independent property appraiser.

As at June 30,2020 and December 31, 2019, no further impairment was assessed as the carrying

amount in the books represents the scrap value of the said assels.

E. Explored Mineral Resources

This account consists of:

Junc 30,

2020
(UIlruc!!qt)

December 31,

2019

(Audited)

Cost

Allorvance for accumulated depletion

P2,016,756,977 P2,016,756.9"1'.1

(3et,n6J7e) a1l,!sqJl9}
Pr,625,150,198 Pl,625,150,198

Explored mineral resourc€s are part of the group of assets of CPC that were acquired in 2008, in

exchange for shares of stock of the Parent Company. At acquisition date, these explored mineral

resources were measured based on the expected cash flows from the explored area of about 400.0

hectares or 42.07o of total area covered by the MPSA.

The financial model yielded an expected NPV on CPC's group ofassets amounting to P2.0 billion
using an investment hurdle rate of 36.6%. The NPV compul.ation assumed an average selling price

of USD 27,500.0 per metric ton of pure nickel, which considered a 16.2% discount to London

Metal Exchange quoted prices; a ls-year production and selling period with a maximum annual

production yield of 2.0 million metr-ic tons: and an average production cost of USD 6.4 per wet

metric ton. The valuation was prepared by Asian Alliance Investment Corporalion (AAIC), an

independent financial advisor. Subscquently, the Parenl Company appointed Multinational

Investne'nt Bancorporation (MIB), another independent financial advisor, to reDder faimess

opinion to the valuation. The result of MIB's report dated April 9, 2008 fairly approximated that of
AAIC's report.

For purposes of computing the net present value using discounted cash flow method, the valuation

of intangible assets involves dre cxtraction of non-replaceable resource.

The assumptions used in the valuation includsd a number of market factors that are subject to

market risk, such as commodity risk urd currency risk. Significant changes in the comnrodity

prices and foreigp exchange rates would affect the fair va.lue ofthe explored mineral resource.

l6



I

)

9. Deferred Exploration Cost

Deferred exploration costs pertain to expenditures related to exploration for economic mineral

deposits. These include, among otbers, costs of exploration and mining rights acquisition,
geological, geochemical and geophysical zurveys, drilling, laboq materials and supplies,

professional fees, commrmity relations, and environmenlal management expenditures attributable

to the cement plant project.

As at June 30, 2020 and December 31, 2019, the expenditures of the Group amounted to

PM,671,548. Exploration activities are covered by a Joint Operating Agreement entered by thc

Group through CPC.

10, Other Noncurrent Assets

This account consists of:

June 30,

2020

(Ureudit€d)

f)ecember'31,

l0l9
(Auditcd)

Input VAT
Rehabilitation firnds

AFS financial assets

Advances to contractors

P77lM,os5
50,t60,94E

r1,750,000

ry,?WL6

Allowance fbr inpairment losses

on input VAT

r 53!5r 7,229

(20,5r I,7E4)

l r9,260,3r 6

(20,s1r,7E4)

Pr33,005,.t45 P98.748,532

Input Vat mainly pertains to the corresponding tax for the purchases of goods and services and

acquisitiou ofproperties on the Cement Plant Project of the Group.

The Group provided an allowance arnounting to Pl1.383,547 for the year ended December 31,

2019. As at June 30, 2020 and December 31, 2019, the management determined that Input VAT
amounting to P20,511,784 is no longcr recoverablc.

Rehabilitation fimds were set up by the Group to ensure availability of financial resources for thc

satisfactory compliance with and performance of activities of ils Environmental Protection and

Enhancement Prograrn during the specific phases of its mining pro-iects- The funds also include a

Social Development Management Program fund under a Memorandum of Agesment with the

Development Bank ofthe Philippines (DBP).

The Group's rehabilitation funds are deposited with DBP and eam interest at the respective bank

deposit rates.

Investrnent in equity securities pertains to the Parent Company's oumership interest in Century

Peak Hotel Management and Development, Inc. formerly known as Century Peak Property

Development, Inc. which is measured at fair value.

t'l 
I

P62,299,368

45,2t 0,948
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I l. Accounts Payable and Other Current Lhblllfles

'Ihis account consists ot':

June 30,

2020
(Unrudlaed)

December 31,

2019

(Audited)

Accounts payable

Others

P323,522,198

E60,45 r

P125,255,060

963.634

P324JE2,659 P r26,218.694

The Group's accounts payable pertains to obligations for payment of goods and services that have

been acquired from third party suppliers. The credit period on payables is normally on a 30 o 60

days term.

12. Prolision for Site Rchabilitation Costs

A provision is recognized for the estimated rehabilitation costs of the Company's mine site upon

termination of the MPSA, which is 25 years. The provision is calculated by the Company's

engineers based on an estimate of the expected cost to be incurred to rehabilitate the mine site.

The provision is presented at discounted value using the Philippine bond yield of 9.93% as the

effective interest rate. The accretion of interest is recognized as part of "lnterest expense" account

in profit or loss.

13. Related Ptrtv Trensrctions

Enterprises and individuals that directly, or indirectly through one or more intermediaries, contol,
or are controlled by, or under conr-mon control with the Group, including holding conrpanies,

subsidiaries and fellow subsidiaries are related entities of the Group. Associates and irrdividuals

owning. directly or indirectly, an interes! in the voting power of the Group that gives them

significant influence over the enterprise, key management personnel, including directors and

oflicers of the Group and close members of the family of these individuals and companies

associated with these individuals also constitute related entities. Transactions between related

parties are accounted for at am'sJength prices or on temrs similar to lhose offered to nonrelated

cntities in an economically comparable martel.

In considering each possible related entity relationship, attentioo is directed to the substance of the

relationship, and not merely the legal form. Significant related party transactions represent mainly

availment of non-interest-bearing advances from a stockholder for working capital purposes. As at

June 30, 2020 and December 31, 2019, the total outstanding advances from a stockholder

arnounted to PI,449.9 milliun and P1,263.5 million, respectively. The advanses are payable on

dernand.

The outstanding balances are unsecured without fixed repayment terms and interest.

l8 | i'



14. Capital Stock

Nurnber of
Shares Amount

Authorized, Pl .00 par value 3,s75,000,000 P3,575,000,000

Issucd and outstanding 2,820.330,450 P2,820,330,450

On June 5, 2008, CPHC filed with the PSE an application for listing by way of introduction of up

to a total of 2,820,330,450 common shares of the capital stock of CPHC. The listing application

was approved by the PSE on July 22, 2009. No offer price has been set since no initial public

offering of shares to be conducted as the subject shares sought to be registered will be listed by
way of introduction.

The Group has 224 z.nd 225 holders of common equity securities as at June 30, 2020 and

December 31, 2019, respectively.

The Group is compliant with thc minimum public float of l0% that is required by the PSE, where

the Parent Company's shiues arc traded.

15. Loss Per Share Computation

The following table presents infbrmation necessary to calculate eamings per share

June 30, December 31,

2020 2019

(Unaudited) (Audited)

[,oss attributable to

equity holders ofthe Parent Corryany (a) (P33,787,139) (P'72.572,761)

Weighted average numbsr ofcommon shares

outstanding (b) 2,820,330,450 2.820,330,450

Basic/diluted loss per shaLre (atb) (P0.0120) (P0.0257)

The Parent Company has no dilutive shares as at June 30, 2020 and December 3 I , 2019.

le J ,



Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

The following discussion and analysis relate to the unaudited interim consolidated financial
position and results of operations of the Group and should be read in conjunction with the

accompanying interim unaudited consolidated financial statements and related notes. Tte
Company cautions drat its business and fin:rncial performance is subject to certain risk and

uncertainties. In evaluating the Company's business, investors should carefully consider all of the

information contained in "Risk Factors."

2.1 ovERvIEW

The Parent Company was incorporated and registered with the Philippine Securities and Exchange

Commission (SEC) on December 30, 2003.

On April 14, 2008, the SEC approved the amendment of the Parent Company's Articles of
Incorporation changing its primary purpose to include promoting, operating, managing, holding,

acquiring or investing in corporations or entities that are engaged in mining activities or mining-

related activities. The Parent Company further exp:nded its primary purpose by ineluding

investing in real estate development and energy. The amended Articles of Incorporation was

approved by the SEC on March 18, 2010.

The Parent Company listed its common shares of stock with the Philippine Stock Exchange (PSE)

on October 6, 2(n9.

The Parent Company operates as the holding company ofthe following subsidiaries:

Percentage of Ownership tu)

Direct Indirect

Cenfiuy Peak Corporation (CPC)

Century Peak Mineral Development Corporalion

(CPMDC) (b)

Century Peak Cement Manufacturing Corporation

(cPCMC)ib)

Century Sidewidc Smelting Incorporated (CSSD (o

Century HuaGuang Srnelting Incorporated (CHGSI) '")

Century Summit Carrieq Inc. (CSCD (d)

r00.00

100.00

100.00

60.00

55.00

80.00

(u)Based on lhe Parent Company's interest in the issued and outstanding shares of the

subsidiaies.
(b)CPMDC and CPCMC uere incorporated in 2015 and have trct yet slarted commercial

operalions.
tdCSSI and CHGSI have nol yel started commercial operations.
td)Owned by the Parenl Company lhrough CPC.

The registered office address of the Parent Compaay and its subsidiaries (collectively referred to

as tlre "Group") is at Unir 1403 - 1404 Equitable Tower Bank Condominium, 8751 Paseo de

Roxas. Salcedo Village, Makati City.

20 
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The Parent Company's subsidiaries werc all incorporated in the Philippines and registered with the

SEC. Their principal activities are as follows:

CPC and CHGSI lnvest in and engage in the business of operating and

mining of any mineral resources in the Philippines such

as iron, ore, copper, gold, silver, lead, manganese,

chromite, nickel, etc.

Invcst in and engage in the business of operating and

mining of any mineral resources il the Philippines and to

engage in the business of managing, administering solid

waste disposal syslem.

Engaged in the business of operating and mining mineral

resources in the Philippines, such as lirnestone, lime,

silica, iron ore. copper, gold, silver, lead, manganese,

chromite, nickel, among other minerals, both metallic

and non-metallic; prospecting, exploring, milling,
conccntrating, cnnverting, smelting, treating, refining,

manufactudng, and preparing for market, whether export

or domestic, such mineral resources and producing and

dealing in all its products and by-products of every kind

and description and by whatsoever process, the same can

be or may hereafter be produced.

Engaged in the business of manufacture. production and

merchandising, whether export or domestic, of cement.

ccment products and by-products, includhg its

derivatives and any and all kinds of minerals and

building materials.

Engaged in the business of operating barges, steamships,

motorboats and other kinds of water crafts for the

CSSI

CSCI

transponation of cargoes and passengers.

CPCMC

Mineral Riehts of CPC

The table below summarizes CPC's mincral rights:

Area Covered

Tenement Designation in Hectares) Location(

MPSA-0I0-92-X or the "Casiguran Nickel hojecl" was acquted by CPC frorn Casiguran Mining
Corporation by virtue of a deed of assignment on May 29, 2006, which was approved by the

Depar[nent of Environment and Natural Resources (DENR) on December I l, 2006. In addition,

MPSA-283-2009-XI[-SMR or the "Rapid City Parcel II Prospecf'("RAid City') was approved

by the DENR on June 19, 2009.

The Acoje Propertlr is covered by APSA{86-XII and Environmental Compliance Cenificate
(ECC) No. 008-345-301C. APSA{86-XIII is applied with the MGB on July 5, 20M.
APSA{86-XIII is still under final evaluation with the Mines and Geosciences Bureau (MGB)

Central Office as at June 30, 2020-

2tl:'

CPMDC

Mirreral Production Sharing 1,198 Casigurarl Loreto, Dinagat

Agreement (MPSA) 010-92- Islands

x
MPSA-283-2009-XIII-SMR 3,188 Libjo (Albor), Dinagat Islands

Application for Mineral

Production Sharing

Agreement (APSA) 086-XIII 718 Acoje, Loreto, Dinagat Islands



DL.NR and Mining Audit
Minittg Audit
On a lettcr dated October 3, 2016, the DENR notified CPC of the results, fxrdings and

recommendations of the mining audit conducted for the operations in Loreto and Libjo, Dinagat

lslands pursuant to the DENR Memorandum Circular No. 2016-01 re: "Audit of All Operating

Mines and Moratorium on New Mining Projecs" issued on July 29, 2016.

On a letter dated October 25, 2016, CPC responded by subrnitting a complete update on the DENR
recommeudations and changes irnplemented by CPC.

On January 16,2017, a "Memorandum to the Secretary, was submitted by the DENR's Tecturical

Review Committee, which is tasked to review the results of the mining audit report and submitted

comments and explanation of CPC, rccommending the suspension of the CPC's Environmental

Compliance Certificate (ECC), Ore Transpon Permit and/or Mineral Export permit pertaining to

its mining operations in Loreto and Libjo, Dinagat Islands and fined CPC for various violations.

On February 2, 2017, the DENR released a list of mining firms for closure and suspension. CPC

was excluded on the aforementioned list.

CPC has not received any formal letter from the DENR pertaining to the suspension of its ECC,

Orc Transpon Permit and/or Mineral Export permit.

The Smeltins Plant Proiect

CHGS|

CHGSI was registered and incorporated with the SEC on January 14, 2008. The principal

activities of CHGSI are to invest in and engage in lhe business of operating and mining mineral

resources in the Philippines such as iron ore, copper, gold, silver, lead, manganese, chromite,

nickel, etc.; prospecting. exploring, milling, concentrating. converting, smelting, treating, refining,

and manufacoring; preparing for the market, whether export or domestic; and producing and

dealing in all its products and by-products of every kitrd and description and by whatsoever

process the same can be or may be hereafter be produced.

On OctobEr 28, 20[9, CHGSI was registered with Philippine Economic Zone Authority (PEZA)

under Republic Act (RA) No. 7916 as an ecoz-one export enterprise engaged in the production of
ferro-nickel (pig iron) at the Leyte Industrial Development Estate - Spe€ial Economic Zone

(LIDE-SEZ).

By vinue of its PEZA registration, CHGSI is entitled to. among other incentives, ibur (4) years

income tax holiday, which shall be reckoned upon its start of coramercial operations, as well as tax

and duty free importation of its capital equipment and raw materials, subject to its compliance with
the terms and conditions of its registration. As at Jure 30, 2020, CHGSI is non-operating.

cs.t/
In 201 l, the Parent Company entered into a partnership with Sidewide Resowces (H.K.) Limited
a subsidiary of Chaoyang Saiwai Mining Co., Ltd of P. R. China., a group that owns an iron
powder processing plant, electric fumace smelting plant, and primarily does mineral ore trading. It
is lhe Parent Company's plan to set up electric fumaces in the future to enhance the production of
its nickel pig imn. From this formed partnership, CSSI is incorporated.

))

As at June 30, 2020, CSSI has not yet started with its commercial operation.

On February 15, 201 8, DENR issued a list of companies with denied or rejected MPSA. CPHC or

any of irs subsidiaries is rrot included in the mentioned rcport.



Minine Ooerations

CPC has mining activities in selected areas covered by its MPSA in the province of Dinagat

Islands.

There are two Geologic Resource Evaluation Reporr for the Casiguran Nickel Project and a

Resource Evaluation Report for the Rapid City Parcel II Prospect, which were prepared by Dr.

Carlo A. Arcilla, an accredited competent person in accordance with the definition of the

Philippine Mineral Reporting Code.

Based on the reports, the Casiguran Nickel Project and Rapid City Parcel ll Prospect have a

combined indicated and measured resource of 9,897,000 dry metric tons (DMT) with a grade of
1.02% nickel (at 0.8% nickel cut-off) and 9,057,000 DMT with a grade of 1.07% nickel (at 0.8%

nickel cut-off), respectively. These represent 100,000 metric tons of pure nickel and 3,500,000

tons of iron and 90,000 tons of pure nickel aud 3,800,000 tons of irof for the Casiguran Nickel

Project and Rapid City Parcel II Prospect, respectively, subject to mining plans and metal recovery

parameters.

Extension of Mineral Production Shaing Agreemenl UPSA) 010-92-X (Casiguran Nickel

Project)

On May I l. 2016, CPC filed an application for renewal for MPSA No. 010-92-X at the MGB

Regional Office No. XIII, set to expire on May 6, 2017.

In response to the initial filing for renewal, MGB Regional O{fice No. XIII has directed CPC last

January ll,2017 to submit certain requirements. CPC subsequently refiled its application for
relewal on August 15, 201 7.

On September 12,2011, MGB Regional Office No. XIII tkough its letter. informed CPC that its

application has not been endorsed to the MGB Central Office for firther review and evaluation

pending the remaining mandatory rcquirements.

CPC received a letter dated July 31, 2018 which provides a'New Template of Checklist of MPSA

Renewal Application" that clarifies the remafuing requirements for the renewal of its expired

MPSA.

On December 17,2019, the Company obtained a certification from the Municipality of Loreto,

Dinagat Islands stating that the Company has firily paid is municipal business tax obligation for

calendar years 2016 !o 2019.

On March 13.2020, a teleconfereace with MGB Regional O{fice No. XIII was initiated by lhe

Company to make various clarifications regarding the remaining reportorial requiremenls of the

Company in relation to the renewal of the expired MPSA. The Company was advised to re-submit
all the reportorial requirements for application of renewal of MPSA.

On April 3,2020, all reportorial requirements for thc application for MPSA renewal werc re-

submitted at the MGB Regional Office No. XIII for ils review and endorsement to MGB Cenu-.ll

Oflice.

MPSA renewal would depend on the approval of MGB Central Office. The Company is still
waiting for further instruction from MGB Regional Office No. XIII.

Nevertheless, MGB issued a certification dated January 31, 2020, slating that the Company is the

holder/operator of thc valid and subsisting mining tenements subject for renewal. Given these

conditions, management believes that MGB will approve the renewal of the MPSA.
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Thc Ccmcnt and Limcstonc Proiect

Through a Joint Operating Agreement (JOA) executed beween Philippine Mining Development

Corporation (PMDC) and CPC dated December 10, 2010, with a term of25 years, the Group has

4,795 heclares in Pinamungahan, Cebu to mine limestone. An initial resource assessmcnt

conducted in 2012 on an 8l -hectare area estimate as indicated limestone resource of 34,000,000
metric tons (see Note 22).

In April and July 2015, the Group was able to obtarn the ECC for the Cement Plant/Power Plant

and Limestone Quarry Project. respectively.

On September 29, 2015. tlrough a Deed of Assignment executed between CPC and CPMDC, CPC

assigned its rights over the JOA with PMDC to CPMDC. Through the a"ssignment, CPMDC will
handle the Pinamungahan Limestone Quarry Project and will take over from CPC the

implementation of its obligations and commitments under the subject JOA.

On July 10, 1019, dre MGB approved the Declaration of Mining Project Feasibility (DMPF) undcr

the JOA. The approval shall authorize CPC to proceed to the development and operating periods

under the JOA by and between PMDC and CPC including the extraction and commercial

disposition of limestone, pozzolan and other associated minerals in the entire confract area.

As at June 30. 2020, CPC is preparing the requirernants of MGB to process the assignment and the

pre-o peration activities are ongoing.

Registration of CPCMC fith the BOI
On January 72, 2018, CPCMC was registered with the BOI with Certificate of Registration No.

2018-015, on its cement ptant project at Barangay Sacsac, Pinamungahan, Cebl! as a new

producer of cement on a Non-Pioneer Status under the Omnibus Lnvestments Code of 1987

(Executive Order No. 226).

As a BOl-registered entity, CPCMC is entitled to the following incentives, among others:

ITH for four (4) years from October 2020 or acrual start of commercial operations,

whichever is earlier but in no case earlier than the date of registration;

b. Lnportation of capital equipment, spare parts and accessories at zero duty under Executive

Order No. 22 and its Implementing Rules and Regulations. Only equipment directly
needed and exclusively used in is operations shall be entitled to capital equipment

incentivesl

c. Additional deduction from taxable income of fifty percent (50%) of the wages

corresponding to the inuement in number of direct labor for skilled and unskilled workers

in the year of availment as against the previous year, if the project meets the prescribed

ratio of capital equipm€nt to the number ofworkers sct by the BOL This may be availed of
for the hrst five (5) years from the date ofregisradon but not simultaneously with ITH;

d. Importation of consigped goods equipment for a period of ten (10) years from date of
registration, subjecl to posting of re-export bond;

e. Tax credit equivalent to the national intemal revenue taxes and duties paid on raw

materials and supplies and semi-manufactured products used in producing its export
product and forming part thereof for a period of ten (10) years from the starl of
commercial operations.

Request for amendment of the dare of start of comrnercial operations for puposes of
determining the reckoning date of the ten (10) year period, shall be filed within onc (l)
year from the date of commitled start of commercial operations;
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f. Exernption from wharfage dues, and any export tax, duty, impost and fee for a period of
ten (10) years from date of registration;

g. Employment of foreign nationals. This may be allowed in supervisory, technical or
advisory positions for five (5) years fmm the date of regishation. The president, general

manager and treasurer of foreign-owned registered enterprises or their equivalent shall not
be subject to the foregoing limitations;

h. Simplification of customs procedures for the importation of equipment, spare parts. raw

materials and supplies.

CSCI
On April 10, 2018, CSCI was registered with the Maritims Indushy Authority with Certificate

No. DSO-2006{03{42 (20t8) under Marina Circular 2006-003, which is valid until April 9,

2021.



2.] RESULT OF OPERATION

For the six rnonths ended June 30,2020, the Group's operdtion resulted to net loss of
P34.5 million.

Unaudited Interim Consolidated Statements of Comprehensive Income

For the six rDonths endcd Junr 30

ln lhousands, ercept t% chauge data 2020 2Ol9 % change

Revenue

Cost ofsales

Depletion of explored mineral resources

P- P-

Gross loss

Operating expenses

Other charges - net

(33,718)

(771\

(21 ,628)
(620)

22%

24%

Net loss bcfore tax (-14,489) (2E.248) 22%

Net loss attributable to the equity holdcrs

ofthc Parent Company (P33.7E7) (P2'7,295)

I-oss per sharc

Basic/Dihted

2.4 OPERATING RESULTS FOR THE SD( MONTHS ENDED JUNE 30,2O2O

COMPARED WITH JUNE 30. 2OI9

During the six months ended June 30,2020, the Group's operation resulted to net loss of
P34.5 million.

During the six months ended Jun€ 30, 2020, no shipment of chromite or nickel ore was made by

the Group. Hence, there is no recognition of any revenue for the period. Operating expenses of
P33.7 million and P27.6 million for the six rnonths ended June 30,2020 and 2019, respectively, or
22Yo higher.

The Group's operating expenses for the six months ended June 30. 2020 pertain mainly to salaries

and wages, lirxes and licenses, and pmfessional fees, which represents 42o/o,26yo artd,syo,

respectively ofthe total operating expenses.
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2.5 FINANCIAI, CO\DITION

Interim Consolidated Statements of Financial Position

Itt tlrotrsqnds, ercept 96 change data

Junc 30, December 31,

2020 2019

(Utrrudlted) (Audited) % Change

Total Current Assets

Tolal Assets

Clurrent Liabilities

Total Liabilities

Total equity attributable to equity holders

ofthe parent

Equity Attributabtc to Minority Interests

Total Equity

P39E,5t6

4,316,t 57

1,174,292

1,791,833

2.536,9611

(r 2,636)

2,524,323

P347,099

3,965,854

1,J90,283

1,407,M2

2,570,'146

(l r,934)

2.558,81I

t5%

9Yo

28Yo

-t%
6vr

-t%

CurreEt assets/Total assets

Current ralio

Debt to cquity ratio

9yo

22v"

7lo/"

8%

25%

55%

The net increase in curent assets mainly pertains to increase in inventories due to off-seasofl costs,

such as depreciation of property and equipment, and increase in advances to contrdctors and

suppliers related to the development ofcement project.

The noncurrent assets of the Group mainly consist of explored mineral resources, properfy and

equipment and development costs. The net increase mainly due to additions in property and

equipment net of depreciation expense charged for the six rnonths ended June 30, 2020.

The liabilities of the Group mainly consist ofpayables to contraclors, suppliers and related paties.

The payable to related parties represenls advances which were used to finance the operation of the

Group. The incrcase was mainly due to additional payable to contractors and suppliers of spare

parts.

2.6 LIQUIDITY and CAPITAL RESOURCES

The table below shows thc Group's consolidated cash flov/s for the six months ended

June 30, 2020 and 2019.

Unrudited lnterim Consolidated Cash Flows

l-or the sir months ended June 3ll

In lhousands, exept .9/o <:hange data 2020 2019 Yo change

Nct cash providcd by (used in) opcrating activitics

Cash used in investing acivities

Cash provided by financirg activities

Pt7,753

(323,2rt)

1t6,444

(?20,042)

(122,lt7)

80;127

43

-538%

1650/.

l3lo/o

-100%Effect ofexcha c ratc chan in cash

Net decrcase in cash

Cash at beginning ofyear

(4e,02t)

71,082

(61,189)

72,783

-20%

Cash at end ofyear P22,061 Pl 1.394 94%

The Group believes that it has sufficient r€sources to finance its working capital requircments. The

Group expects to regularly undertake shipment of ore and the corresponding management and

collection of accounts receivable, and ternperance of accounts payable. Long-term events such as thc
additional purchase of property and equipment can be met by the Group via infusions of either equiry
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or dcbt though the shareholders. Alt fimding tbr the Group's operations for the next l2 months shall

be intemally generated. Thc majority shareholder has cornmitted to continually provide working

capital to the Group to assure its continuous opcrations.

Cash used in investing activities mainly pertain to additions to property and equipment amounting to

P289.0 million.

2.7 FTNANCIAL SOLtliD,r- ESS INDICATORS

All secondary liccnsees oi the Commission (t-tnancing companies, brokEr dealEr of securities and

underwriters) and public compuries are rcquired to include a schedule showing financial soundness

indicators in two comparative periods, as follows:

Junc 30, 2020 Decembcr 3 t, 2019

(Audited)( U naudi tcd)

Curent Assets

Currcnt Liabilities

398,585,776

t,77 4,292,47 I

347,099,988

I,390,283,138

Currenl Ratio 0.22 0.25

Total Liabilities

Toral Equity

I,79r,E33,437

2,524,!23,32t

t,M't .012,114

2,558,811,964

Debt to equity tstio 0.71 0.55

Total Assets

Tot8l Liabilities

43r6,156.765

l,791,E33,437

3,965.854.378

I,40'l ,M2,4t4

* vency talio 2.11 2.82

Total Assets

Total Equity

4,3t6,156,765

2,524,323,32t

3,965.854,378

2,558,Er !.964

Asset to eouitt totio l.1t 1.54

Loss bcfore lnterest Expsnse

and Taxes

Interest Expense

(33,706,916)

78I,690

(68,886.550)

1,563,380

l etest rate coterage ratio (43.r 2) (44.06)

Nct I-oss

Total Assets

(34.4E8,636)

4,316,156,765

(74,278,886)

3,965,854,378

Retu , ou .lsset rotio (0.0t ) (0.02)

(-14.488,636) (74,278,886)

Retur on Etlui6'rario

52 23 2tl 58,811,9641

(0.01) (0.02)

2E | :'

Not l-oss

Total Equity



2.8 RISK

Overview

The Group's financial instruments consist of cash, rehabilitation funds, AFS financial assets,

due to related parties and accounts payable and other current liabilities. The main purpose of
these financial instruments is to finance the Group's currsnt operations. The main risks arising

from the use of these finanoial instruments are credit risk, liquidit_v risk and market risk.

Risk Manapemerrl Ftumet)ork

The BOD and management have overall responsibility for the establishment and oversight of
the Group's risk management framework.

The Group's risk management policies are established to identiry and analyze the risks faced

by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to

Iimits. Risk management policies and systems are reviewed regularly to reflect changes in

market conditions and the Group's activities. The Group, drrough its training and management

standards and procedures, aims to develop a disciplined and constructive control environrnent

in which all employees understand their roles and obligations. There were no changes in the

Group's objectives, policies and processes for managing the risk and the methods used to

measure the risk from previous year.

Credit risk is the risk offinancial loss to the Group if a customer or counterparty to a financial

instrurnent fails to meet its contractual obligations, and arises principally from the Group's

bank deposits and trade debtors and is monitored on an ongoing basis. The objective is to
reduce the risk of loss through default by counterparties. The risk is managed by spreading

financial transactions, including bank deposits, across an approved list ofhigh quality banks.

ExDosure lo Credit Ris*

The carrying amounts of financial assets, which are classified as loans and receivables,

represent the maximum credit exposure. Credit risk at the reporting date is as follows:

Junc 30, 2020

(Lhaudlard)
December 3l,2019

(Audited)

Cash in banks

Retabilitation funds

P22,0r 5.979

50,860.94tt

P7 t ,O3',1 .221

45,210,948

P12,t16,927 Pl16,24E.169

Cash in banks are considered good quality as these pertain to deposits in reputable banks.

The Group establish an allowance for impairment for losses that represents its estimate of
incurred losses in respect of trade receivables. The main components of this allowancc are a

specific loss components that relates to individually significant exposures, and a collective
loss component established for groups of similar assets in respects of losses that have been

incurred but not yet idenrified. The collective loss allowance is determined based on

historical data of payment statistics for similar financial assets.

The group believes that the unimpaired amounts of not past due and past due are collectible
based on historic payment behavior and extensive analysis of cusmmers counterparties credit
risk.
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Cash in banks and rehabilitation funds are hig! grade quality. High grade cash in banks and

rehabilitation fund are invested and deposited in reputable local banks. Trade receivables are

of standard grade quality a-s at June 30, 2020 and December 3 l, 2019, respectively. Standard
grade quality financial assets are those assessed as having minimal to regular instances of
payment dcfault due to ordinary/common collection issucs. These accounts are typically not

impaired as the counterparties generally respond to credit actions and update their payments

accordingly.

Cash in banks and rehabilitation funds are based on the credit standing or rating of the

counterparty.

Liquidity Risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations

associated with its financial liabilities that are settled by delivering cash or another financial

asset. The Group considers expected cash flows from financial assets in assessing and

managing liquidity risk, in particular its cash resources. Cash balances are managed with two

mail objectives: maintain maximum liquidity and minimizc the cost of borrowing.

Exttosure to Liouidin Risk

The following tables summarize the maturity of the Group's financial liabilities as at

June 30,2020 and December 31,2019 ba-sed on contractual repayment arrangements:

June 30,20211

Cirrying
Amounl

Cotrtracturl
Crsh Flows

Due Withitr
One Ycar

Accounts payable and other

current liabilities*
Due to related panies

P323,522,198

I,,t49,909,8t 2

P323,522,198

r.,t49.909.tt 2

P323,522,198

1,449.909.8r 2

P1,773,432,010 Pr,773,432,010 P1,773,432,010

'Exclutus non-fmancio! liubilities a ounting ,o P860,161

December 31, 201 9

Carrying Amount

Due Within
One Ycar

Accounts payable and other

current liabilitiest P126,218,694 P126,218,694 P126.218,694

Duc to related 1,263,466 183 1,263 .t t83 I 263 466,183

P1,389,684,877 P1,389,684,877 Pt,389,684,877

'F,xcludzs non-fnan iul lidbilities dnountiE to P963,634

It is not expected that the cash flows included in thc maturity analysis could occur
significantly earlier, or at significantly different amounts.

Market Risks

Market risk is the risk that changes in market prices, such as foreigr exchange rates, interest
rates and equity prices will affect the Group's income or the value of its holdings offinancial
instruments. The objective market risk management is to manage and control market risk
exposures within acceptable parameters, while optimizing the refirm.
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Exposures to Foreign Cunency Rish
The Group's currency exposure relates to foreign cumency denominated bank accounts as well
as kansactions comprising of receivables and payables. Since the Company exports 100% of
its revenues, all its sales transactions arc in foreign currency, specifically denominated in US

Dollars.

The tbllowing table shows the Group's significant foreign currency-denominated monetary
assets and liabilities in their US Dollar (USD) and Philippine Peso equivalents:

June 30. 2020

U.S. Dollar PhilippinePesol

Currcnt fi nancial assets:

Cash $28,300 P1,399,992
tThe exchage rate used lo ?oneerT the U.S. dollor amounls i,,to Philiryine peso was USS|.(n h P49.17,

the peso<lollor exchonge rale os qrorcd in the Philiryi e Dealing $,sten os at June J0, 2020.

There were no other significant foreign currency{enominated monetary assets and liabilities

as at June 30,2O2O.

Commodig price risk
The Group's mine product revenues are based on intemational commodity quotations (i.e.,

primarily on london Metal Exchange quotes and mainstream transaction prices) over which

the Group has no significant influence or control. This exposes the Group's results of
operations to commodity price volatilities that may significantly impact its cash flows.

2.9 KEY PERFORMANCE INDICATORS

The Company's manaBement intends to analyze firture results of operations through the following key

performance indicators, among other measures:

Tors Extrlcted and Ore Grsde Sold and Shipped
Tons extracted and ore grade are key determinanls of sales volume. Higher tonnage and ore grade are

directly proportional to revenue level.

Actuel Production Cost

Production cost per ton is a key measure of operating efficiency. A lower unit production cost in ore

extraction will result in thc Compary me€ting, if not exceeding, its profitability targets.

Errnlngs Per Shrre
The Company's eamings per sharc is a key mcasure of the Company's effectiveness in meeting its
financial targes that in ftm, will provide investors comparable benchmarks relative to similar
companies.

2.IO DISTRIBUTION METHODS OF PRODUCTS AND SERVICES

Demend for Nickel
Laterite Nickel ore accounts for about two-thirds of the world's nickel resources but is generally not
used for producing refined pure nickel because of its low nickel contert that ranges between I * 270.

After a series of sintering and smelting processes, rrmoving impurities such as phosphorus, sulfi.r and

silicon to spccification, the laterite nickel ore can be processed into nickel pig iron that contains
between 47o to l3% nickel with Iron and other metals accounting for the balance.

Chinese stainless steel producers use nickel pig iron, to which they will add chromium and other
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mat€rials, to produce 200 to 300 series stainless steel which accounts for more than 70Vo of tolal
stainless steel production in China. China is the world's largest producer and consumer of stainless

steel which requires nickel ore as the main ingredient.

The principal market of nickel ore production from Philippiues is China. Due to implementation of
nickel ore ban from Indonesia. the Philippines has become the main source of nickel ore exports to

China.

Distribution Method
CPC's nickel ore is extracted tiom is mining property covered by MPSA 010-92-X and MPSA-283-

2009-XIII-SMR in Dinagat klands.

Equipment and other operating suppliers are readily available both locally and abroad and such CPC is

not expected to be dependent upon onE or [mited number ofsuppliers.

2.I I GROUP'S STRATEGIC PLAN

The Group intends to continue exporting nickel ore in China, which is is principal market. The Group

expects that the industry wiu perform better due to surging China impons and continued rise in selling

prices for the nickel ores. Also, the Group has succcssfully implemented cost management programs

resulting to a lower cost per WMT produced.

The Group will continue maximizing profitability by taking advantage of the increase in global

demand ofnickel ore while continuing effective cost management.
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PART II - OTHER INFORMATION

There are nr.l other information not previously reported in SEC Fomr l7-C that need to be reported rn

this section.
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